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Dear Applicant:

Yo have considered your srnlication Tor recopnitisn of ayomtion
from federel income tax under scetion 501(e)(8) of the Internal Reverms
Gode. Pased on the information submitted, we have concinded that you do
ot qualify under that sectlon.

You were incorporated o HIEEEEE. The purposes for which
wour v organized and the services you intend to perform are ng follows:

{1} To provide an efficient systen of funding for I
_ companics through the capitnl market;

{(2) To eontract with I
I /o _
B - ovide szrvices esgential to the funding system

(3) Mo act as an agent for NG i the
process of selling debentures pursuant to Section 303 of the
drinll Pusiness Inveatment Act of 1958, as amended (the "Act™},
Including administration of the tnms eonlitions, lssunncs,
piacerynt and sale of such debentures;

(#) To aect az an agent for NN
the procesa of se=11ing trust certifieates pursusn®t to Sectlon
321 of the fck, includineg administration of the terms, coil
tions, 1omtmon, nooling, issuance, placement 2nd sale of such
certilficaten;

(5} T pegotiate, on behalf of NN ,

toroy and conditlons of such debentures or trust certif’icatm*

(6} 7o contract with brokers and dealers in such manner and upom
auch terms rs the Corporation shall decm appropriate;

(7} Te sst as an agent ror NN o pro—
wide neceasary sgervicss related to debenturesz anld pursuant
to Seckion 303 of the Act, including serviees of central
registration, transier, tmate‘,, cmstodmn, payment, collection
and servicing

“Toas -




(3) To set az an agent for NN -
provide necessary services related 40 trast certificates sold
pursuent te Section 321 of the Act, including services of cen-
tral registration, transfer, trustes, custodian, payment,
collection and servicing

(2) To diselese to any purchaser of such debentures or trust certi-
cates informtion on the terms, conditions and yields of such
Insbieents.

You are not 2 membership organization.

You will he funded from thz proceeds of the sale of debentures bazed
upon & budget approved by .

Seetion 501(e) (8) of the Code nrovides for the exermtion from federal
income tar of business leazues, chambers of comrerce snd boards of trade
not oraaridized Tor profit and no part of the net earninge of which Imires
to the benefit of any nrivate sharcholder or individusl.

Seetion 1.501(c)(6)-1 of the Income Tax Pegulatiors defines a
hainess lengmie as an asocization of persons having some corron husiness
interest, the purpese of wWhich i1s to prowte such interst and not Lo
engage in a rermlar business of a type ordinarily carried on for profiit.
It is an organization of the same genersl class as a chember of comwrce
or board of trade, and its activities should be dirested to the Irprovement
of buniness conditions in one or sore lines of husiness as distingished
from the performance of particular service for individual persons... A
stock or comodity exchange is not a bhasiness leamie, Chamber of Corewree
or hoard of trade within the meaninzg of section 501(e)(6) and ia not
exerpt from tax.

An organlzation of inveatment brokers formed to imventigsate causes
of bond defaults and to perform other services members would have bhoen
required to perform in making bond Investwents was held to be nerforming
particular services Jor members and therefore exemption was denderd.
Horthwestern Mmlcinral Asanciation v. 1.S., 99 F2d 465 (193R).

e original extension of tax-—axerpt status te chambers of cozerce
and similar organizations designed to promote the trade snd comrerce of
a cormunity was Intended to cover membership organizationsz of 2 type
characteristically supported by dues. For axarple, staterents submltted
hy the United States Chamber of Commerce concerning the relevant pertion
of the Income Tax Act of 1913 made expliclt referencen to the "assoclatlion™
and "membershin® character of the orsmnizations In question. The verber-
ghip character of the or'gax}'lmtion Tor which exerption was asked is also




isplicit in repsated allusions to "chamder of cormerce” as beiny represen—

tive of the type of organizations for which exerpblion vas sousht, On
the ratter of the income characteristics of such organizations, the
Charber arphesived that:

txemption 13 asked only for comorcinl organizations
which are not organised for profit. These omyanirza-
tions receive their income Crom dues paid by their
mombers, a form of voluntary tax which usiness men
pay 1f they may recelve in common with all other
mamhers of their sorrunitles or of thelr industries
the benefits of cooperative sty of loeal develop—
ment, of clvig affales, of industrial resources, and
of locnl, retionel, and internationnl trade.

See, Briefs snd Btatements, Senate Camittee on Pinanes, 634 Cong, st
Sems, 200% (1913). We think it obvious that, In cnacting section 52)(c)-
(A), Congress was respondding %0 the representation of the Chonbor of
Commerce that the sectlon was intended to apply only to rembership organi-~
zationg which further tha coimon busliness interssts of their mambers and
which are financed throush nembership dues. Tho leginletive history of
the statute, and the miles of statutory construction applicable to sub-
chapter ¥, provide that only memdership orspnizetlons supported by membore
ghip dues or asmessewnts are included in the Sorm of the exerption.,

Mg, an orgrmization vhich s not In fact merbershin supported lacks the
rost almificant charncteristic correnl o orgonizmations for which oxermp—
tion vaz provided urvler section 501{c){5). Accordinzgly, ¥e believe thon
o organination which has deronstrated 2 pattern of non-temdership supnort
mint nocensarily fall a eritical test of examption umler zection 591(e){5).

Other puurieations to whleh wo have referred in the past support
the conclunion st trade assoclations and usiness lecames as they wers
roemn ab the Sime of onactirm™t of the origlnml exanpbting statute, were
mesbarshin orpanizations and were primrily suppnrted by menberdddp dues.
Bea, #,8.. Jnited States Iorartiemt of Commeree, Trade andg Frofesainrnl,
Ansociation of the imited ateteg 3-4 (1942); Hational Indugt™ial Come
Fercnoe Doard, inc., rade Associstlons—-Thelp Fecnomic Sizmifiennce and
Tecmy Jeatus 1-16 (1923); ard Amerdcan Trade Assoaiation Sxecutlves,

Fandbook (3924) .

Sinee you are not a mewbership organization and are not sunported
by rerberships dues in any meaningful way, you are not an orsanization of
the seme penoral clase as a chxvher of coomercs or giness lexene.




Even if you were a resbership organization, erxemption would still
be precluded because your aztivities would constitute particular services
like thosa of the investment brokers described in Horthwerntern Yoenicinel
Essociation v. U.5. {(supra).

Accordingly, we have concluded that you are rot exemnt from fuederal
income tax under section 501(c)(5) of the Code,

You havs the richt to protest this ruiline if you believe that it is
incorrect. To protest you must submit & statement of your views with &
full explanation of your reasoning. This statment, signed by one of your
principal officers, must be submitted in &uplicate within 30 days from
the date of thiz letter. You dlsc have the right to a conference in this
office after your statement is submitted. You must request the rcon-
ference, 1f you want cone, when you file your protest statement. If you
are to ke represented by someone who 1s not oie of your prinnipal officers,
that persan will need %o file a proper power of attormey and otherwlse
qualify under our Confersnce and Pratice Requirements.

I we do not hear from you within 30 days, this ruling will become
final an® copies of it wlli be forwarded to the District Director,
Baltirmore aryland. ‘Thereafter, any questions abtout vour federal inzome
tax status or the Tiling of tax returns should be addressed to the
Nistriet Director of Internal Revemio.

If you decide to protest this propozed ruling, you will expedite
our receipt of your commmleation by wlacing the following symbols on
the envelope as part of our address: [ENEEEEEEEE. ™c:c
symhols do not refer to your case btut rather to lits location,

Sincerely yours,

Yiigne) I

I
Chief, Exempt Organizations
fulings Pranch






